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Abstract. The purpose of the research is to study the theoretical and methodical bases to manage
the financial stability of local budgets. Methods. It was used the following methods: comparative eco-
nomic analysis, induction and deduction, summarizing, logical generalization, grouping and graphic ex-
pression. Results. An article analyses the conceptual bases to form the mechanism of financial stability
of local budgets management under decentralization. This mechanism is formed as a result of correlation
between government authorities, local authorities, as well as business and society for increasing the
effectiveness of process of financial stability of local budgets management. It proposes the logical order
of the financial stability of local budgets management. This order comprises the estimation of precondi-
tions for providing the financial stability; the identification of exogenous and endogenous factors of
influence on local budgets formation; the estimation of effectiveness of financial stability of local budg-
ets management; the clarification and analysis of management problems; the development of trends to
enhance the financial stability of local budgets management. Practical meaning. All the aforementioned
facts will help to intensify the process for increasing the responsibility as well as to create stimuli in
local authorities under decentralization. Prospects for further research of the authors are to develop
conceptual bases for managing the stability of local budgets of Ukraine in the context of decentralization.

Keywords: financial stability of local budgets; local budgets; local authorities; mechanism to man-
age the financial stability.

JEL Classification: E 62, H61, H 72, H 77.

Number of references: T; number of tables: 0; number of figures: 2; number of formulas: 0.

! National Academy of Statistics, Accounting and Audit; Head of the Department of Finances, Banking and
Insurance; ORCID ID: https://orcid.org/0000-0001-9410-6428; e-mail: bondaruk23@ukr.net.

2 Pavio Tychyna Uman State Pedagogical University; Associate Professor at the Department of Marketing,
Management and Business Management; ORCID ID: https://orcid.org/0000-0001-8960-7973; e-mail:
bondaruk igor@ukr.net.

3 National Academy of Statistics, Accounting and Audit; Senior Lecturer at the Department of Finances, Banking
and Insurance; e-mail: mdubina@ukr.net.

EKOHOMIi4YHi ropu3oHTHU Ne 3(10)'2019 http://eh.udpu.edu.ua 23



http://eh.udpu.edu.ua/
http://eh.udpu.edu.ua/
https://doi.org/10.31499/2616-5236.3(10).2019.195647
https://doi.org/10.31499/2616-5236.3(10).2019.195647
https://doi.org/10.31499/2616-5236.3(10).2019.195647
https://orcid.org/0000-0001-9410-6428
mailto:bondaruk23@ukr.net
https://orcid.org/0000-0001-8960-7973
mailto:bondaruk_igor@ukr.net
mailto:mdubina@ukr.net

Economies’ Horizons ISSN 2522-9273; e-ISSN 2616-5236

KoHuenTtyasibHi migxoau A0 ynpas/iiHHA ¢iHAHCOBOIO CTIMKICTIO MicLleBUX
010/ KeTiB

Taicis I'puropisaa Bonpapyk!, 1. e. H., mpodecop
Irop CepriiioBiu BoHgapyk?, K. e. H., JOLEHT
Makcum BikToposuu JIy6una’, k. e. H.

Bondaruk T. H., Bondaruk I. S., Dubyna M. V. Conceptual approaches to the
financial stability of local budgets management. EkoHomiyHi e2opu3oHmu. 2019.
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Anomauia. Memoto cmammi € TIOTIMOJIeHHST TeOPETUKO-MEeTOAMYHMX 3aca, YIIpaBIiHHS piHaH-
COBOIO CTiMKiCTIO MicleBux OromskeTiB. Memodu. Y CTaTTi BUKOPUCTAHO HACTYIHI METOAM OCJIi-
II>KEHHSI: TIOPiBHSUIbHUI €KOHOMIUHMI aHaJTi3, CUCTEMHMI aHaJi3, iHIYKIIis Ta JeIyKIlis, JIOTiuHe y3a-
raJbHEHHS, FpyIyBaHHs i rpadiuamnit meto. Pesynomamu. Y cTaTTi OOIPYHTOBAHO, III0 HETOCKOHAIICTD
yIIpaBJIiHHST (iHAHCOBOIO CTIiMKiCTIO MiCII€BUX OIOIKETIB, CITOHYKAE O HEOOXiMHOCTI pO3pobKM IIijTic-
HOI CHCTeMM 3aXO[IiB, CIIPSIMOBAHOI Ha 3ab6e3eueHHs CTabiIbHUX HAJXOIKeHb 10 MiCLIeBUX OIOAKETiB.
[TormmbsieHO KOHIENTYa/IbHI 3acaay GOpMYBaHHSI MEXaHi3MYy YITPaBJIiHHS (iHAHCOBOIO CTiMKICTIO MicC-
1IeBUX OIOMIKETIB B yMOBaXx JelleHTpaTi3allil, IKMii CTBOPIOETHCS i QYHKIIIOHYE B pe3yJbTaTi B3a€MOJIil
OpraHiB Jep>KaBHOI BJIaJu, MiCIIEBOTO CAMOBPSIAYBaHHS, 6i3HeCY Ta CyCHiJIbCTBA, 3 METOIO ITiIBUIIIEHHS
e eKTMBHOCTI IpolleCcy yIpaBJIiHHS (iHAHCOBOIO CTIMKICTIO MiCIIeBMX OIOIKeTiB. 3alIpOIIOHOBAHO JIO-
TiYHYy IOCJIIZOBHICTh YIPaBJIiHHSA (DiHAHCOBOIO CTiMKICTIO MiCIIEBMX OIOMIKETiB, SIKa BKJIIOYAE BU3HA-
YeHHS ITepeayMoB [1Jis 3a6e3eueHHsT (piHaHCOBOI CTIMIKOCTI; BUSIBJIEHHS] €K30T€HHMX Ta eHJOTeHHMX da-
KTOpiB BIUVIMBY Ha ()OPMYBAHHS MiCLE€BUX OIOAKETiB; OIIHKY Pe3YyJIbTaTMBHOCTI YVIIpaB/IiHHSA (iHAHCO-
BOIO CTiJKICTIO MiCLIeBMX OIOIKETiB; 3’ ICyBaHHS Ta aHaIi3 MpobJieM YIIpaB/IiHHS;, PO3POOKY HaMpsMiB
YIOCKOHAJIEHHST YIIPaBJIiHHS (iHAHCOBOIO CTIMKICTIO MiCIIeBUX O10/3KeTiB. [Ipakmuure 3nauenHs. I1po-
BeJleHi Y CTaTTi JOCTIIKEHHST KOHIENTYaJIbHMUX MiAXO/IB 10 YIIpaB/IiHHS (hiHaHCOBOIO CTilKiCTIO Mic-
LIEBMX OIOIKETIB MO3BOJISIIOTh aKTMBI3yBaTM IIPOLIECHU ITiABUIINEHHS BiAIIOBiZaIbHOCTI Ta CTBOPEHHS
CTUMYJIIB Y OpraHiB MiCIIeBOTO CaMOBPSIyBaHHS B yMOBax JelleHTpasisailii. [lepcnexmusu nodanvuiux
docnidxceHb aBTOPIB MOJISITAIOTh Y PO3POOIIi KOHIENTYaIbHMX 3acajl YIIpaB/IiHHS (iHaHCOBOIO CTiliKi-
CTIO MiclleBUX O1omsKeTiB YKpaiHM B yMOBax JelleHTpasi3alii.

Knwwuoei cnoea: bdiHaHcoBa CTiliKiCTb MicCIeBUX OIOIKETIB; MicleBi OIOIKeTH; MicieBe
CaMOBDSITYBaHHSI; M€XaHi3M YITpaBJIiHHS (DiHAaHCOBOIO CTiMKiCTIO.

Kinvkicmo 0scepen: T; kinokicme mabauywp: 0; kinvkicmos pucyHkia: 2; kinokicmo ¢opmyn: 0.

1. Introduction.

Imperfection of stability of local budgets
management causes the necessity to motivate
and develop the complete system of measures
aimed at providing the fixed incomes to local
budgets. Such a strategy can be the Conception
of Management of Local Budgets’ Stability. In
general, it determines the actions strategy to

implement the set of measures aimed at
achieving needed goals and tasks.

2. Literature review.

The problem of local budgets and corre-
lations between budgets are studied by the fol-
lowing scientists G. Poljak (2000), I. Lunina et
al. (2010), 1. Lunina (2017) and others. De-
spite the considerable interest to the problems
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of local budgets, the matter of local budgets’
stability management under budget decentrali-
zation needs to be conducted more clearly.

3. Methodology.

The author used the universal methods of
scientific research (induction and deduction),
as well as the method of analysis. The classifi-
cation method was used by author too.

4. Research objectives.

The research objective is to study the the-
oretical and methodical bases to manage the fi-
nancial stability of local budgets.

5. Results and discussions.

The goal of the Conception of Manage-
ment of Local Budgets’ Stability should be in
correlation with the system of strategic plans
(projects, programs, strategies and others) and
strategic aims to implement budget, taxes as
well as social and economic policy. The goal of
the financial stability of local budgets manage-
ment can be the process of providing the accu-
mulation of sufficient amount of incomes that
are necessary for the development of territories
as well as for performing local authorities’ du-
ties (expenses and debts).

Management of local budgets’ stability is
regulated by principles determined as follow-
ing: integration, accountability, sufficiency,
clarity, authenticity, timeliness, reference, de-
velopment, innovations. Main trends in govern-
mental policy of increasing local budgets’ sta-
bility are:

- to intensify the fiscal and mobile func-
tions of own incomes of budgets;

- to intensify the promoting function of
correlation between budgets;

- providing coordinated budget-tax and
debt policy of regions and the centre;

- intensifying the economic development
and growth of income potential of regions.

To conduct all aforementioned trends, it is
necessary to perform the following actions:

1) regular analysis of condition and stabil-
ity of local budgets. It allows to reveal problems
in time and to find their solutions, as well as to
identify and minimize the budget risks;

2) organization of strategic documents

monitoring in the sphere of budget policy as
well as social and economic development of the
country, regions and administrative territorial
community for analysing their chain and coor-
dination;

3) revelling the working balances for
strengthening incomes and optimizing expendi-
ture parts of budget with the purpose of reduc-
ing the debt load and minimizing the danger of
imbalanced budget performance;

4) preventing the practice of legislative
changes that leads to incomes’ reducing of local
budgets, increasing the expenditure obligations
of territories without availabilities or proper fi-
nancial support transfers at governmental level;

5) providing the agreements between re-
gional, local levels and the governmental level
of management with the purpose to reach
timely and predicted financial help, as well as
the resource support for implementing dele-
gated expenditures’ obligations from the centre
to communities.

6) improving fiscal instruments at all lev-
els of management and increasing tax culture of
taxpayers for reducing budget payment debts,
preventing the concealment and certification of
tax objects’ incomes;

7) support of competition between organ-
izations which give credit resources to munici-
pal authorities with the purpose to minimize the
cost of expenditures of debt service;

8) use of the whole list of forms, methods
and instruments to activate economic develop-
ment of communities based on the legislation;

9) creating new and developing existing
competitive benefits of territories for enter-
prises and organizations performing actions
there.

The necessary element of concept realiza-
tion is the effective mechanism to manage the
financial stability of local budgets. We consider
that the mechanism to manage the financial sta-
bility of local budgets is the set of forms, meth-
ods, instruments of support management di-
rected to increase the effectiveness of tasks im-
plementation and to clarify the process to
manage the financial stability of local budgets,
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as well as to identify the problem of mechanism budgets. The outlined view of mechanism to
functioning and the development of measures manage the financial stability of local budgets
to solve them with the purpose to reach the is given in the Figure 1.

goals and tasks to manage the stability of local

Mechanism to manage local budgets’ financial stability

S

[ Objects of Process of Subjects of

Purpose - to provide timely and long-term
money revenue for performing expenditure
obligations.

management management management

N /‘L
f Indirect influence \

on the object: pro- KI'asks‘ \

Direct 1nﬂuence p.osal.s Of. popula— to increase the financial independence of
on the object from tion, institutions of municipal authorities;

. .« . . b
the state authority civic society accord- to enhance the effectiveness of Cross
via forming ing to the improve- budget regulation;

. )
budget- tax pc‘>1¥cy ment of manage- to develop proceeds capability of the terri-
and tax capability. ment of local budg-

ets’ financial Ktory J
stability. I
k / k / Management tools:

tax instruments;
non-tax instruments;
transfer tools;
Functions debt instruments;

Principles

< risk management tools
Methods of manage- Forms of providing: ‘
ment: legal; Forms of management:
economic; financial; Strategy of territories’ develop-
organizational; professional; ment;
administrative; material-technical; purpose-oriented regional and local
social-psychological informational programs;

budget strategy

——

[ Process of interaction between authority, business and society ]

- L

[ Concept of management of local budgets’ financial stability ]

Fig. 1. The scheme of mechanism to manage local budgets’ financial stability
Source: done by authors.

The mechanism to manage the financial of local budgets and on the basis of mutual re-
stability of local budgets is built and functions sponsibility in the triangle “authority-busi-
under the Concept of Management of stability ness-community” with the purpose to enhance
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the effectiveness to implement the tasks and
process’s clarity of management of mecha-
nism’s financial stability, as well as to identify
the problem of mechanism functioning and the
development of particular measures to solve
them.

The desire of World community to the
social part of organization’s’ action is of great
importance today. Social responsibility based
on the international standard ISO 26000:2010
is considered as the organization’s responsibil-
ity for the influence of their decision and ac-
tions oriented on the society and environment.
All these are realized through clear and ethical
behaviour, relate to permanent development
and prosperity of the society, and take into the
account the expectations of interested sides
and do not contradict the proper legislation and
international norms of behaviour (Mamatova
and Ryzhko, 2011). One of the norms of social
constituent of mutual responsibility of munic-
ipal authorities in the process of decentraliza-
tion can be the attraction of public organization
to the system of management with the purpose
of interaction “authority-business-commu-
nity”. At the same time, such an approach will
facilitate the search of key factors to enhance
the mutual responsibility in the triangle “au-
thority-business-community” during the for-
mation and realization of the policy of public
initiatives which does not exist in Ukraine to-
day (Serohin (ed.) and Sharov (ed.), 2016,
p. 245).

Nowadays municipal authorities do not
use sufficiently the potential capabilities of im-
plementing the regulations of social responsi-
bility. It is caused by the fact that the system of
budget process management at the local level
is not adopted to the solution of the proper
tasks. At the same time forms, methods and
procedures of actions are not oriented to the
development of the effective collaboration
with the interested sides (Serohin (ed.) and
Sharov (ed.), 2016, p. 245). Therefore, the ne-
cessity to develop the social responsibility has
been occur in the meaning of the authority
(municipal authorities), as well as the basis to

guarantee the mutual responsibility in the tri-
angle “authority-business-community” during
the formation and realization of the policy and
public initiatives oriented to the support of
steady territories’ development.

The purpose of budget management re-
lates to the realization of the budget policy that
is performed by means of budget mechanism.
The budget mechanism can consist of several
units taking into account the functional-man-
agement approach: budget planning and fore-
casting, efficient management (budget imple-
mentation) and budget control.

The system of management of local
budgets’ stability as any other classical system
of management consists of two subsystems:
controlled (the object of management) and
controlling (the subject of management).

In this case, the subject of management is
multileveled. The subjects of management of
local budgets’ financial stability are the Presi-
dent of Ukraine, the Verkhovna Rada of
Ukraine, the Government of Ukraine, central
and local executive authorities, municipal au-
thorities, their personnel.

Subjects of management with the help of
different methods and instruments in the pro-
cess of forecasting, planning, organizing and
coordinating the action, motivation, control
and correction influence purposefully the ob-
jects of management for providing the local
budgets’ stability. The objects of management
can be finances of regions’ local budgets (or
their parts), towns, countries, villages, united
communities. The object of management of lo-
cal budgets’ stability is monetary relations oc-
curred between the government and municipal
authorities as well, and natural person and le-
gal entity for transferring the national proceeds
during the formation and use of fund of fi-
nances oriented to performing the functions
and power of local authorities.

Three units form the process of mecha-
nism realization: forms of security, forms, in-
struments and methods of management.

The first unit can consist of forms of
providing the stability of profitable budget
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base. It is used to form the institutional limits
that provide the stability of local budget
completeness. Its base is formed by the strat-
egy of region’s development, namely, budget
strategy (long-term during the state budget ap-
proval) and sectoral strategies, state and pur-
poseful state, regional programs, programs and
projects of municipal authorities, projects re-
ferring to the management of local budget’s
stability.

The second unit of management consists
of methods of management of local budget’s
stability. These methods are used according to
the character of management influence (eco-
nomic, organizational-administrative, social-
psychological) and budget-legal management
institution (own revenue, cross-budget trans-
fers, debt policy, budget risk-management).

The third unit includes the set of instru-
ments (tax, non-tax, transfers, debts instru-
ments and instruments of budget risk-manage-
ment). Their combination, quantity and degree
are determined by the specific situation. Note-
worthy that the range of the used instruments
can be changed according to inner and outer
factors, the appearance of new instruments, the
improvement of management elements of the
system of state and local finances (authorities,
structures, resources, technologies, etc.).

The influence of authorities and manage-
ment via aforementioned forms, methods and
the mechanism’s set of instruments is oriented
to the realization of the aims of management
local budgets’ financial stability. These aims
are incomes of timely and long-term amount of
finances for providing expenses obligations.

The results of providing the stable com-
pleteness of local budgets can be seen in the
realization of the steady financial base of re-
gion’s development and budget support of cit-
izens as a result of effective management of
own income budget sources, effective cross-
budget relations between municipal authorities
and governmental authorities, the effective-
ness of measures and instruments used to en-
hance the income potential’s development.

The management of local budgets’ stabil-
ity takes the important place in the system of

budget management as it is involved into all
units of budget mechanism and is performed at
all stages of budget process (Bondaruk,
Bondaruk and Dubyna, 2018).

The main purpose of management at the
stages of budget planning, examination and
confirmation is indicating the dangers of
budget increasing, the analysis of possible
risks of negative influence on the financial sta-
bility of local budgets and the development of
preventive measures to level them.

The management of local budgets’ stabil-
ity at the level of budget implementation is in
timely measures to prevent incomes disregard-
ing, in searching the balances to enhance the
income part as well as to optimize the capabil-
ities of expenditures part of local budgets, in
the most efficient use of sources to reduce the
deficit. It provides timely and sufficient mobi-
lization of finances incomes to the budget in
general (Bondaruk, Vinnytska and Dubyna,
2018).

At the stage of planning, examining and
confirming records about the budget imple-
mentation the information assessment and its
analysis are carried out. All these are important
for the development of preventive measures in
the sphere of budget-tax policy. Its formation
depends on the assessment of condition and the
effectiveness of accepted administrative deci-
sions.

The management of local budgets’ stabil-
ity can be characterized as the actions of gov-
ernment authorities and municipal authorities
as well oriented to timely and sufficient
amount of income finances for the develop-
ment and fulfilment of all the complex of mu-
nicipal authorities’ duties (expenses and debts)
with the help of the set of administrative deci-
sions, ways and methods, instruments and
mechanisms.

The first stage to enhance the manage-
ment system of local budgets’ stability as in
any other system of management is the algo-
rithmic description of the management process
(Figure 2).

The algorithm of management of local
budgets’ financial stability includes several
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stages. We analyze some meaningful peculiar-
ities of these stages. The first stage is charac-
terized by indicating the reasons to provide fi-
nancial stability of local budgets; it means to
indicate the peculiarities of territory

development. The next stage is to analyze the
local budgets’ financial stability, to indicate
the exogenous and endogenous factors of in-
fluence on the territory development and to
provide the financial stability of local budgets.

Vs

/

Restraining outer

1. Indicating the reasons to provide the local budgets’ financial [
stability (indicating the peculiarities of territory development)

~

NS New
factors e ) tasks
2. Analysis of local budgets financial stability, indicating
factors that influence its security
= political N J
. . NS
= financial e -
. 3. Assessment of the management effectiveness of local
=economic . . 1
budgets financial stability
= legal

NS

= organizational
= nature-climatic

4. Indicating and analysis of risks to manage the financial
stability of local budgets

\-others

N~

5. Development of trends to enhance the management of
financial stability of local budgets

N~

no

A\

6. Achieving the high level of effectiveness of manage-
ment of financial stability of local budgets dbinaHncoBoro

yes

J

Fig. 2. The algorithm to manage the financial stability of local budgets

Source: done by authors.

At the third stage, the assessment of ef-
fectiveness of the process of management of
financial stability of local budgets is carried
out. Indicating and analyzing the problems of
management of financial stability of local
budgets are the tasks of the fourth stage of
management of financial stability of local
budgets. At the next stage the necessity to de-
velop trends of enhancing the management of
financial stability of local budgets appears.
New tasks for preserving this level and achiev-
ing better results are formed when the high
level of management effectiveness of financial
stability of local budgets has been reached. In
case when the high level of effectiveness of fi-
nancial stability of local budgets has not been
reached the analysis of political, financial, eco-
nomic, legal, organizational outer factors is
conducted. These factors may influence nega-
tively the process of management of financial

stability of local budgets and determine the
reasons for providing financial stability of lo-
cal budgets taking onto account these factors.

The given algorithm to manage the finan-
cial stability of local budgets lets intensify the
processes of responsibility and formation of
stimuli of municipal authorities when perform-
ing budget policy at local levels.

After first two stages the necessity to es-
timate the active mechanism of financial sta-
bility of local budgets can appear. It helps es-
timate instruments of management of financial
stability of local budgets, indicate trends to im-
prove them, prove and propose the use of new
instruments that can help to enhance the man-
agement of financial stability of local budgets.
As a result, it is expected to enhance local
budgets support with budget finances that
leads to increasing the level of life style.

The insurance of local budgets stability
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during the decentralization demand the im-
provement of elements of its management
mechanism. The development the strategic di-
rections of long-term stability of local budgets
takes the important place.

6. Conclusions.

It is proved that the mechanism to man-
age the financial stability of local budgets in-
cludes the system of organizational and eco-
nomic elements of management. Direct and in-
direct influence of these elements and relations
between government authorities, municipal
authorities, business and society influence the
support of timely and long-term amount of fi-
nances incomes to local budgets for perform-
ing expenses obligations of municipal authori-
ties during the process of decentralization. The
use of this mechanism can help to enhance the
effectiveness of the management process of fi-
nancial stability of local budgets during the
process of decentralization.

It is proposed the logical order of man-
agement of financial stability of local budgets.
It includes: indicating the reasons to provide
the financial stability of local budgets; indicat-
ing exogenous and endogenous factors of in-

fluence on the local budgets formation; the as-
sessment of the effectiveness of management
of financial stability of local budgets; indicat-
ing and analyzing the management problems;
development of the directions to improve the
management of financial stability of local
budgets. New tasks for preserving this level
and achieving better results are formed when
the high level of management effectiveness of
financial stability of local budgets has been
reached. In case when the high level of effec-
tiveness of financial stability of local budgets
has not been reached the analysis of political,
financial, economic, legal, organizational
outer factors is conducted. These factors may
influence negatively the process of manage-
ment of financial stability of local budgets and
determine the reasons for providing financial
stability of local budgets taking onto account
these factors. The given algorithm to manage
the financial stability of local budgets lets in-
tensify the processes of responsibility and for-
mation of stimuli of municipal authorities
when performing budget policy at local levels
during the process of decentralization.
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